Executive Summary




Committee Charge# 1
Evaluatethe potential benefits offered through the “ design-build” form of bidding,
which allows engineers, architects, and builders to form teams and bid on state
projectsin contrast to the current method which mandates that each entity bid
separately.  The Committee shall compare the State of Texas practices to other
states and to the private sector and evaluate the “ design-build” option asit relates

to buildings, roads, and other publicly funded projects.

Executive Summary

Today thereisgrowing concernthat Texaswill not have the technica and management resources available
to meet itsroadway and prison system infrastructure needs. New alternative procurement methods may
provide more efficient dternativesto meet those congtruction needs, however, many state agencies do not
have the authority to use the dternative methods. For thisreason, Lieutenant Governor Perry charged the
Intergovernmenta Relations Committee with evauating design-build as it relates to buildings, roads, and
other publicly funded projects. The charge was eventudly narrowed by Lieutenant Governor Perry to
focus on projects procured by only two state agencies, specifically the Texas Department of Transportation
(TXDOT) and the Texas Department of Crimina Justice (TDCJ).

As defined, design-build is a*“team based system organized to provide efficient design and congtruction
processes, where the owner contracts with a single entity to provide thewhole service” When an owner
entersinto a single contract for both the design and congtruction of a building project, they are using the
design-build procurement method. The main difference between design-build and the traditiona design-
bid-build method is the team-based organization. Additiondly,

having a angle source of accountability reduces the possbility of litigation semming from problems
associ ated with the project!. Thosewho have used the design-build method, both in the public and private

Y Hovet, Timothy D. “Allowing the Design/Build Project Delivery Method in the Procurement of Public
Construction Contracts.” 1994 Oregon Better Government Competition, Cascade Policy Institute.
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sector, clam that the process has facilitated the project to being completed under budget, shortened the
length of completion time for the project, and resulted in a wdl built facility. Opponents of the process
dam design-build is a subjective process that promotes favoritism and does not maximize tax payers

dollars.

Design-build has been widdly used for various project types in the private sector, but has only recently
been introduced and authorized for usein the public sector. Until recently, many states' procurement laws
did not specificdly authorize the use of design-build. States that have begun to use design-build,
particularly in horizontal projects(roadsand bridges) include California, Utah, Arizonaand Georgia. These
states have reported numerous successes with design-build and are continuing to use it for projects. In
Texas, dternative delivery methods could not be used because of the requirement that a complete set of
plans be available for bid. This was changed in 1995 when SB 583 was passed to alow public schools
to use any project ddivery system that provided the digtrict with the “best value.” Current law, however,

continuesto placelimitationson other state agenciesregarding their use of dternative construction methods.

The Committee held three hearingsto discusstheissue, and at thesuggestion of Senator Moncrief, formed
aworking group (the group) comprised of agency representatives and industry professionadsto discussthe
Committee’ sinterim charge rdaing to design-build.

Based on the testimony received by the Committee and the recommendations made by the work group,
the Committeewei ghed both the prosand cons of design-build and madeitsrecommendationsaccordingly.
Becausethere was concern regarding the use of design-build by TXDOT and the Texas Turnpike Authority
(TTA), the Committee chose to continue the study of its use with apilot program. No reservationswere

placed on the use of design-build by TDCJ.
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Recommendation 1.1 - Authorize the Texas Department of Transportation (TXDOT) and the
Texas Turnpike Authority (TTA) to enter into design-build contracts under a pilot program.
The Committee recommends that TXDOT and TTA be authorized to use the design-build method of

procurement under a pilot program.

Recommendation 1.2 -Authorizethe Texas Department of Criminal Justice (TDCJ) to enter into

design-build contracts.

The Committee recommends that TDCJ be authorized to use the design-build method of procurement.

Committee Charge # 2
Sudy thefunding and expenditur esof Councilsof Gover nment (COGs) and examine
the changing relationship between COGs and the state and federal governments
since 1982. The Committee shall monitor the compliance by COGs regarding
publication of financial statements, asreferenced inthe General AppropriationsBill,

HB 1, 76th Legidature, Regular Session.

Executive Summary

Councils of Governments (COGs) are voluntary associations of locd government that perform
comprehensive regiona planning and coordination. They receive funding from local, state, and federd
governments and some private sources. COGs play a sgnificant role in enabling regions to cope with
challenges of regiond growth and deve opment through regional cooperation. Their presence within local
governments has been critica to regiond success in the past and will continue to be in the future.

Within the past couple of years concerns have been raised regarding the lack of fiscal accountability and
abuse of tax dollarsby certain COGs. In 1996, the House Committee on A ppropriationswas charged with
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examining the accountability of state, regiond and locd entities funds used for certain state programs and
with reviewing the efficiency of funding programsthrough the COGs. After reviewing the COGS financid
data, the Committee found certain instances of unnecessary and excessve expenditures. In an attempt to
address the Committeg' s findings, Representative Rob Jundll and Senator Bill Retliff passed Senate Bills
174, 175, 176 and 177 during the 76th Legidative Sesson. These bills were enacted with the intent of
holding the COGs fiscally accountable in addressing concerns of sdlary schedules, redtrictions on travel
costs, certain reporting and accounting requirements, restrictions on commission costs, and restrictions on
employment.

In September of 1999, the Senate Committee on Intergovernmental Relations was charged withstudying
the funding and expenditures of Texas 24 COGs and monitoring compliance with State requirements
regarding the publication of financid statements. The Committee received public testimony in support of
COGs aswell as severd letters from gate officids, consulting firms, smal businesses and specid didtricts
endorsing their local COGs. The committee found that Senate Bills 174-177 address most of the fisca
accountability issues as they relate to the IGR interim charge and the mgority of COGs submitted their
financid datements in a timey manner. Based on these findings, the Committee formulated its
recommendations to further enhance and improve accountability, service provison, and rembursement

procedures performed by the COGs.

Recommendation 2.1 - Requirethe State Auditor’ sOfficetofullyreview COG'’ sfinancial audits
Currently, no sngle entity is desgnated to review COG's entire financid audits. The Committee
recommends this review be completed by the State Auditor’s Office.

Recommendation 2.2 - Request both the State Auditor’ s Officeand the Gover nor’ sofficetowork
towardsdeveloping amoresimplified reporting processfor COGs, toincludewhat specificitems
need to be reported and to what entities.

Thiswould help to reduce the duplication of efforts by COGs in their requirement to supply
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numerous financid reports to various entities, the Committee recommends a more smplified reporting

process be devel oped along with assistance.

Recommendation 2.3 - Amend Chapter 391 of the Local Government Code to strengthen state
and regional coordination of planning and program devel opment.

The Committee recommends the Loca Government Code, Chapter 391 be amended by adding the
fallowing language:

" In carrying out planning and program development respongihilities, state agencies shdl, to the
maximum extent feasible, coordinate planning with regiond councilsto ensure effective and orderly

implementation of Sate programs at the regiona and locd levels”

Recommendation 2.4 - Amend 8391.006(b), L ocal Government Code, to encourageandfacilitate
participation by members of the public.

Currently, at least two-thirds of the members of agoverning body of acommisson must beelected officids
of participating counties or municipaities. The Committee recommends the Local Government Code,
Chapter 391.006 (b) be amended as follows:

"No more than two-thirds and a least one-haf of the members of a governing body of a
commission must be eected officias of participating counties or municipdities.”

Recommendation 2.5 - Requirethe State Comptroller’ s Officeto evaluate and report back to the
Committee any concernsregarding the current invoice and payment procedures between COGs,
state agencies, and service providers.

To determine and correct instances of delayed reimbursements to service providers, the Committee
recommends the State Comptroller’ s Office review the current invoice and payment procedures between

COGs, dtate agencies, and service providers, and make these findings available to the Committee.
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Committee Charge# 3
Review the statutory authority granted to local governments to regulate the
development of residential subdivisions. The Committee shall identify conflicting

provisions and make recommendations to clarify existing statutes.

Executive Summary

Uponrecei pt of theinterim charge, the Committee staff requested the Texas L egidative Council to prepare
a comparison of municipa and county authority relaing to the Regulation of Subdivisons of Land.
Following receipt of a memorandum from the Texas Legidative Council on December 10, 1999, the
Committee staff discussed the charge and the memorandum with interested parties, which included
representatives from various cities and counties, the Texas Association of Builders, the Texas Association
of Urban Counties, the Texas Municipa League, and members of the public to develop a better
undergtanding of the issue and the problems that needed to be addresses by the Committee. On October
28, 1999 and June 12, 2000, the Committee held public hearingsin Austin to takeforma public testimony

on the charge.

Based upon the information included in the memorandum prepared by the Texas Legidative Council and
the testimony provided to the Committee at the hearings, the Committee prepared its recommendations.

Recommendation 3.1 - Legislation should be drafted for consideration by the 77th Legislature

to accomplish the following:

1. Provide counties, on alocd option basis and after a referendum of their citizens, authority for
(A) land-use planning, (B) limited construction and/or building codes (basic protection from
hazards of fire, windstorm and substandard congtruction), and (C) water quality protection.
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2. Implement comprehensible guiddinesin the extra territorid jurisdiction (ETJ) where city and
county authorities may conflict.

Recommendation 3.2 - Maintain the language of all Government Code sections dealing with

municipalities authority to protect their citizens.

Committee Charge#4
Monitor the implementation of SB 89, 76th Legislature, Regular Session relating to

municipal annexation.

Executive Summary

Senate Bill 89, 76R, is the first comprehensive rewrite of the stat€' s annexation statute in over 30 years.
The legidation is a culmination of over two years joint effort between the Senate Interim Committee on
Annexation, the House Committee on Land and Resource Management, and scores of loca eected

officids and interested parties from across the Sate.

The premise of SB 89 requires home rule municipalitiesto adopt a“ three-year annexation plan” (843.052,
Local Government Code). Requiring advanced planning alows orderly annexation, ensures ETJresidents
ameaningful rolein the process, and provides assurance that newly annexed areaswill receive appropriate
sarvices. SB 89 created the framework within which cities have adequate time, prior to annexation, to
properly prepare, and affected parties have a sufficient opportunity to resolve differences over service
levels and other matters.

Lieutenant Governor Rick Perry charged the Senate Committee on Intergovernmental Relations with
monitoring the implementation of SB 89, 76R. In an attempt to gather statewide input on thisissue,

the Committee sent aletter to dl home rule municipaities requesting any comments they would like

Senate Committee on I ntergovernmental Relations Page 8



consdered in developing recommendations for the 77th Legidature (See Appendix D-1). The deadline
for responding was June 1, 2000 and as of that date the Committee received twelve responses (See
Appendix D-2).

As referenced above, the backbone of SB 89 is the requirement that home rule municipalities adopt a
three-year advanced annexation plan. Citieswererequired to adopt their first plan on January 1, 2000 for
annexations that will occur on December 31, 2002. Dueto the fact that cities are just beginning to apply
in practice al of the various changes to the state' s annexation policies, many cities did not fed that there
has been sufficient time to adequately evauate these changes.

In addition, saverad comments were received regarding the exception to a cities annexation planif “...the
area containsfewer that 100 separate tracts of land on which one or moreresidentid dwellingsare located
on each tract” (843.052(h)(1), Local Government Code). Questions centered on two primary concerns:
(1) how to account for vacant tracts; and (2) what is the legd definition of “tract”.

Findly, the Committee received many inquiries with regard to the continuation of land use after an arealis
annexed (843.002, Loca Government Code). Again, dueto thefact thet citiesarejust beginning to apply
inpracticedl of the various changesto the state’ s annexation policies, no recommendation has been made
with regard to this section. However, the Committee requested input from the Texas Association of
Builders on thisissue and their response has been included in the gppendices (See Appendix D-3).

Recommendation 4.1 - Continue to monitor the implementation of SB 89, 76th Legislature,
Regular Session relating to municipal annexation.

Home rule municipdities are just beginning to goply in practice dl of the various changes to the Sate's
annexation policies. Many citiesdid not fed that there has been sufficient time to adequately
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evauate these changes and requested that the Committee continue to monitor the implementation of SB
89.

Recommendation 4.2 - Providea clear definition of “ tract of land” and providedirection on how
toaccount for tractsthat are either vacant or are occupied by one or moreresidential dwellings.
843.052(h)(1), Locd Government Code, provides an excluson of an area from the municipdity’s
annexation plan if “...the area contains fewer that 100 separate tracts of land on which one or more
resdentiad dwellings are located on each tract.” Questions centered on two primary concerns. (1) how
to account for vacant tracts; and (2) whet isthe legd definition of “tract”.

Committee Charge#5

Examinethepower s, functionsand programsadminister ed by the Texas Department
of Housing and Community Affairs (TDHCA) and the Texas State Affordable
Housing Corporation (TSAHC). The committee'sreport will assess the methodol ogy
used in allocating the various housing funds and resources, including the Low-
Income Housing Tax Credit program and the Housing Trust Fund, and the
compliance by theagency with that methodol ogy, and addresswhether the programs
administered by TDHCA and the TSAHC meet the affordable housing demands of
targeted population groups throughout the State of Texas.

Executive Summary

Althoughthe state’ seconomy currently isexperiencing extraordinary growth, thelack of affordable housing
remains aproblem. According to areport prepared by the Center for Demographic and Socioeconomic
Research and Education Department of Rura Sociology a Texas A&M Universty, the number of
householdsin poverty will increase by 165 percent by the year 2030. Lieutenant Governor Rick Perry
charged the Senate Committee on Intergovernmenta Rdations to examine the programs administered by
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the Texas Department of Housing and Community Affairs (the Department). In order to fully study the
programs administered by the Department, the Committee held two public hearingsin Augtin at whichtime
the Department was given the opportunity to explain their often complicated and intricate programs and
the alocation procedures associated with each.

Information and testimony presented to the Committee suggested that the programs administered by the
Department areimportant and necessary. However, funding for the programsthe Department administers
islimited and as aresult, many individuas and familiesin need of affordable housing are not being served.
Furthermore, the Department is not focusing its servicesto those with the most need for affordable housing
assigtance, and therefore, not using its funds mogt effectively.

Asfederd funding continuesto decrease, so will the ability of the Department to addressthe housing needs
of most Texans. Along with the knowledge and direction of its staff and thet of the Texas Legidature, it
is necessary that the Department focus on its misson and provide services to those who have no other

means of assgance, innovativey utilizing dl options available.

Recommendation 5.1 - Require the Department to immediately classify preservation as a top
priority and begin undertaking, through any and all possible means, accelerated attempts to
preserve housing stock.

Current affordable housing stock will continue to expire and the devel opments will convert to full-market
rates if no actions are taken to preserve the existing affordable housing stock. Therefore, the Committee
recommends the Department pursue aggressive preservation strategies to preserve the current affordable

housing stock.
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Recommendation 5.2 - Require the Department to collect from participating jurisdictions,
entitlement communities, and other local organizations any housing plans submitted to HUD

and information on funding received from HUD for activitieswhich the Department also offers.

Inorder for the Department to focus on areas not being served directly by the U.S. Department of Housing
and Urban Development, the Committee recommends that participating jurisdictions, entitlement
communities, and other local housing organizations report to the Department any housing plans submitted
to HUD and any funds received related to the plan submitted.

Recommendation 5.3 - Require the Department to adopt a policy to work in conjunction with
USDA Rural Development, CDCs, participating jurisdictions, Housing Finance Cor porations,
Texas State Affordable Housing Corporation and other providers of housing related programs
to reduce overlap of expenditures and to maximize housing resources.

The Committee recommends the Department seek out information regarding other monies that are being
alocated for affordable housing projects so that the Department may minimize the duplication of funds
adlocated and in turn, maximize their dollars spent.

Recommendation 5.4 - Require the Department to work with the 24 Councils of Governments
in the state to distribute program information to local communities.

The Department needs to make a concerted effort to distribute available program information to dl aress
of the state. In order to circulate this information, the Committee recommends the Department work in

conjunction with the loca COGs to disperse information regarding the programs the Department offers.

Recommendation 5.5 - Requirethe Department to give priority to applicationsfor HOME funds
from non-participating jurisdictions as required by the Department’ s governing rules.

The Committee recommends the Department alocate HOME funds as intended by their governing rules.
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Recommendation 5.6 - Require the Department to adopt policies regarding the use of de-
obligated funds and program income, specifically the process by which they are allocated and
reporting requirementsregarding their use.

Currently, there is no policy regarding the use of de-obligated funds and program income. The

Committee recommends the Department prioritize its use of de-obligated funds and program income and

maintain a database of how the funds are reassigned.

Recommendation 5.7 - Require the Department to create a single application for the Housing
Trust Fund, CDBG funds, HOME funds and the Mortgage Revenue Bond Program.
The Committee recommends the Department create a more “user-friendly” application for severd of its

funds to diminate repetitiveness and unnecessary additional paperwork for the gpplicant.

Recommendation 5.8 - Require the Department to monitor and strictly enforce all fair housing
laws.

The Committee recommendsthe Department require devel opersand landlordsto comply with dl lawsthat
housing and related services be made accessible for people with disabilities.

Recommendation 5.9. - Concur with the recommendations voted on by the Sunset Advisory
Commission as of September 1, 2000.

To prevent duplication between this report and the Sunset report, the Committee concurs with the
recommendations made by the Sunset Advisory Commission as of September 1, 2000.
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